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The Misaouri Public Service c~i••ion (MoPSC) .ubJIit. the

fol1owinq brief o~nts in response to the Federal Co..unioations

co_i.sion' s (FCC '.) Notice of Proposed RUl~inq (NPRM) dated

March 22, 1993, concarninq it. proposed adoption of the "Revenue

Require.ent Offset Method" for the accounting and rateaaking

treat.ent for the allowance for funds used durinq construction

(AFUDC) •

The FCC recOCJftizes three (3) generally accepted methods used

for the t~eat..nt of providing coapensation to investors for funds

used for plant construction. The MoPSC has consistently used the

"capitalization ..thad" for construction projects, both short-tera

(projects under construction for l ..s than a year) and long-tera

(construction projects in exces. of one year). Unlike the FCC's

current practice, the MoPSC bas consistently excluded both funds

used for short-tera and long-tera telephone plant under­

construction (TPUC) froa rate base. Therefore, the MoPSC policy

with regard to rate base treataent of TPUC is at variance with the

..thad currently uaed by the FCC, and that which ia propoa~~~
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thi...... ".. clwl.,. in _~od for AftJDC lNCJge.ted in tile ...

for AFUOC i. not, in and of it..lf, a concern to the JIOPSC .iRee

the MoPSC will continue to ba.. it. deci.iona reg.ardinq tre.t.ent

of TPUC on the evidence introcl\lce4 in Ilis.ouri-specific rate

proceedinqa.

IIonethele•• , tile IIoPSC i. concerned with the rationale

expr..aed by tile FCC for the oballCJ8 in policy for tr_tllent of

APUDC a. di.cu••ed in it. NPaN. It appear. this cbanqe in policy

was lBOtivated pri..rily, if not entirely, by the desire of the FCC

to be con.i.tent for accountiftCJ and rate.akinq purpo••s with

"generally accepted accountinq principl.s" (GnP) in regard to

capitali..ation of intere.t. The IfPRM c:loe. not specifically explain

why the propoaecl tr.ataent of TPUC and AFUDC will be .uperior to

the .ethod currently usad by the FCC, or to any other ..thod. The

NPM •••_ to illplicitly a.s\1II8 that GAAP i. the "right anawer" for

regulatory accounting/rat...king que.tiona. The MoPSC di.agr....

We believe regulatory bodies should be very cautious in adopting a

rate••king policy ba.ed .olely or pri..rily upon the provisions of

GAAP. Requlated utilities, including telecoaaunication. c01lp8nie.,

are diff.rent in c.rtain crucial aspect. frea unrequlated bu.ines.

entitie.. By nece.sity, GAAP is often defined by the appropriate

accounting bodies without .pecific reference to the need. and

circuaatancea of the requlatad utility indu.try. Thu., whol...le

adoption of GAAP a. the appropriate basia for .etting rat. and
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accoun~iftCJ trnt_at for utilities ..y lead to inappropriate

regulated rate. being aet.

The JlePSC baa .... it. current po8ition of excludinv Nth

short and lonq-ter. TPUC fro. rate base on rate.akinq

conslclerations; i.e., what treat..nt will lead to the .ost

equitable result. r ..ardinq TPUC and APUDC between current and

future ratepayer.? PresUJlably, the PCC' s current treataent of

including short-tera TPUC in rate baH while excluding long-tera

TPUC was based on rate.akinq considerationa. The rate.akinq

considerations supportinq the PCC's proposed treat.ant of TPUC and

APUDC in the )fPlU( are notable only in their abaence. For this

reason, we believe that the PCC in its )fPRM has failed to

articulate substantive and convincing reasons for adoptinq its

proposed treataent of APUDC and rate base treatJIent of TPUC. This

is particularly troubl.sOJle qiven that the FCC specifically decided

not to i.pl...nt the GAAP standard in Docket 84-4691 in 1985, wben

it last revieWed its AFUDC policy.

SUMARX

The MoPSC subaits the above co_ents in reqard to the PCC f s

NPRM of March 22, 1993, which propoeea the adoption of the "Revenue

Require••nt Offset Method" for the accountinq and rate..kinq

tre.taent of funds used durinq construction. So lonq as the pee

CC Docket 93-126, Notice of Proposed RUle.akinq,
paraqraph 6.
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does not preeapt tM states r ...r4ift9 AnJI)C treat1l8nt, the proposed

chanqe for interstate purpotMs is not a concern, in and of itself,

for the MoPSC. However, we caution the FCC to avoid a whol••ale

adoption of GAAP principle. a. an appropriate basis for accounting

and settift9 rates for regulated utility COJIINlni••• The MoPSC

believes the 4eteraination of the appropriate accountinq and rate

..thocl should be based on the evaluation of the ..thocl (s) and the

resulting choice should yield the .aet equitable results regardinq

TPUC ancl AJ'UDC for ourrent and future ratepayer.. Conaic:leration of

this is.ue is noticeably absent in the pending FCC NPD.

We appreciate the opportunity to offer our co...nt. to the FCC

in this .atter.

aeapectfully sUbaitted,

ck,dc GAAdaCIA by £MUy,i). 'ti,~
Lincta Garclner,
Deputy General Counsel for the
Missouri Public Service ca.ais.ion
P. o. lox 360
Jefferson City, Mi.souri 65102
(314) 751-8703

Date: May 12, 1993
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